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Abstract 
The use of fair value measurements for financial reporting purposes steadily increased during the last decades, the IASB 
b
regarding IFRS adoption, finally generating the IAS 39 carve-out seen by many as the cost paid by the IASB. As if the 
standard setting process for fair value measurement was not challenging enough, the recent financial crisis raised even more 
questions born from difficulties proven in particular cases. Furthermore, we cannot neglect the forces at stake when 
discussing the politics in accou
particular involvement in relation to fair value standards and regulations stands as a first indication in this direction. The 
main objective of our paper is to offer a synthesis on the current state of affairs in relation to fair value measurement in 
financial reporting. Our paper follows the standard setting process for fair value measurements starting with the 
international arena and further focusing on the particularities of an emerging economy. The analysis is completed by 
including the Romanian values
regulations, as well as implementing a 
questionnaire survey involving Romanian professional values. Our paper contributes to the literature on the use of fair value 
in financial reporting; mainly arguing for the necessity of its consideration in relation to different information needs coming 
from different users. We finally conclude that if we are to continue the plan to expand the use of fair value measurement, 
significant clarifications remain necessary in approaching accounting standards, regulations and practices. 
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1. Fundamentals of financial reporting and fair value accounting 
Our paper draws  paper essentially exploring the relation between accounting and 
the public interest within the context of accounting regulations. While their paper proposes a way out in the complex 
relationship between regulators, accounting and markets, we mainly relate to them arguing for the pivotal role of users in 
accounting. The objective of our paper is therefore to question whether fair value measurement in financial reporting is 
different users as groups clustered by their needs beyond other factors. Different needs trigger different uses of accounting 
which for sure makes the idea of regulators and standard setters pursuing financial reporting that addresses all users 
significantly difficult to achieve to put it nicely. Big players in the international accounting arena, such as the IASB and the 
FASB, 
flows for economic/investment decisions. This should not make us forget that, as explained by Alexander and Servalli, 
2011, the banking industry will always be interested in being provided with a prudent outcome, the government and fiscal 
authorities still focus on tax calculations that imply objective outcome, while dividend determination requires a prudent, 
objective and legally precise outcome, only to give some examples. Furthermore, such groups of users and their needs 
might be characteristic for certain contexts, such as SMEs in an emerging economy for example. In striving to really 
consider the needs of such different users, we can  perception that indeed, a single 
natural economic reality does not exist. Accounting itself offers perceptions of economic reality, the multiple perceptions 
therefore being due to different users and their needs. Based on the above discussed argument that different users have 
different information needs, we consider that fair value and fair value accounting should also be analyzed in the context of 
the bigger picture relating to its ability to help fill in financial statements having aims that are consistent with such 
precision and reliability required by the needs of different other users. When not confronted with economic/investment 
decisions in the sense being enhanced through fair value, the aimed perception based on user needs might be better off 
without fair value accounting. An interesting approach in this regard is that of Whittington, 2008, who moulds IASB board 
on entity specific measurements and is consistent with the stewardship requirements of current shareholders, McLeay, 2008. 
The remainder of the paper is organized as follows: after a brief literature review and research methodology related 
information, the paper is organized so that it allows the questioning of whether fair value measurement in financial reporting 
irst component of the analysis, section 4, considers 
ess. Secondly, we develop a 
questionnaire survey, section 5, meant to capture the opinions of Romanian professional valuers in relation to fair value in 
 upon the 
developed analysis. 
2. Literature review 
As expected, a significant part of studies in practice and research literature analyze fair value and fair value accounting 
by considering  white paper commissioned by the Council of Institutional Investors for 
the purpose of educating its members, policy makers and the general public about the important and timely topic of fair 
value accounting and its potential impact on investors summarizes reasons why some believe that fair value accounting 
benefits/hurts investors. The first  category includes fair values being more accurate, timely, and comparable across 
different firms and positions than alternative measurement attributes; needing not to reflect fire sale values, level 3 model-
based fair values being allowed, while requiring important discipline on the accounting process; not allowing firms to 
manage their income through gains trading, because gains and losses are recognized when they occur, not when they are 
realized; incorporating the probability and significance of all possible future cash flows while also updating the distribution 
of future cash flows for new information on a timely basis, and being the best platform for mandatory and voluntary 
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disclosure for investors to be aware of what questions to ask management, Ryan, 2008. Shortcomings being emphasized by 
Ryan, 2008, include the context of illiquid markets making fair value a poorly defined hypothetical transaction in spite of 
standard setters and regulators efforts aiming to enrich measurement guidance; fair values born from sources other than 
liquid markets being unverifiable and therefore allowing firms to engage in discretionary income management and other 
creative accounting practices; the recognition of unrealized gains and losses generating volatility 
with implications on financial i  and profits that might ultimately differ from the realized cash 
flows, and mixing normal/permanent components of profits with transitory unrealized gains and losses. Meanwhile, 
guiding accounting practice towards concepts of investors decisions based on future cash flows and fair values does not 
enjoy the acceptance of being perceived as a legitimate basis for accounting, Georgiou and Jack, 2011. The vexed question 
of fair value measurement Dean, 2008, was also covered from the perspective of accounting regulatory initiatives through 
the September 2007 Siena Forum on Fair Value and the Concep
develop a joint conceptual framework. Looking at studies that analyze fair value in the context of international accounting 
harmonization/convergence, again we find mixed results. Barlev and Haddad, 2003, view fair value accounting 
developments following a logical pattern and accounting standard setters pushing the increased use of fair values reflecting 
trends of globalisation. It is argued that fair value accounting propels international accounting harmonization and 
international accounting harmonization provides more relevant information that may foster the efficiency of global markets, 
which improves the quality of the fair value accounting figures Barlev and Haddad, 2007,. On the other hand some seem to 
perceive fair value accounting threatening the convergence of accounting practice around the world Mala and Chand, 2012. 
When surveyed on factors affecting convergence, EU countries identified the complicated nature of certain IFRS, 
especially those employing fair value accounting, as a major issue Larson and Street, 2004 quoted by Mala and Chand, 
2012. The latter perception mainly feeds post crisis since plans to adopt IFRS nowadays impose the consideration of the 
crisis context including concerns/doubts about the use of fair value accounting in IFRS.  In other words, IFRS embracing 
reporting that aims for global acceptance. Building on such contrasting views Georgiou and Jack, 2011, aim at 
documenting the legitimacy of fair value as basis for financial statements by following the pattern of behaviour through an 
cally informed development of rul
Mouritsen, 1994 quoted by Georgiou and Jack, 2011. Their analysis concludes that the principles of fair value 
accounting have been embedded and legitimised to an extent, while generating pragmatic acceptance that mixed 
measurements in financial reporting are inevitable. 
3. Research methodology 
standards and regulations, as well as implementing a questionnaire survey involving Romanian professional valuers. 
accounting standard setting process at international level. Follow
foresights. Similar grounding is followed in the context of an emerging ec
h the help 
of a questionnaire. 
4. Fair value accounting and accounting standard setting: what comes first? 
We were previously introducing the purpose of our analysis by arguing that despite the increasing complexity of the 
economic environment naturally impacting the accounting standard setting process, financial reporting should stick to 
fundamentals. And such fundamentals reside in simply offering useful information for users that further implies 
transparently constructing financial reports that reflect facts through that perspective that is consistent with these particular 
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users' needs. Even though forces at stake often make fundamentals difficult to perceive and reach behind complex forces 
and interaction in stake, as Alexander and Servalli, 2011, suggest, there has to be a way out in the complex relationship 
between regulators, accounting and markets. We will further try to present facts that characterize recent realities in the 
particular case of fair value accounting and measurement. The development of fair value measurement seems to have been 
given impetus by considering the particular area of financial instruments. The fair value option for financial instruments 
appears under both IAS/IFRS since 2003 and SFAS since 2007. Meanwhile, fair value measurement in the shape of an 
accounting standard was first issued by the FASB, SFAS 157 in 2006, five months before the introduction of the fair value 
option through SFAS 159. Despite having introduced the fair value option before the FASB, the IASB delayed the issuance 
of IFRS 13 that addresses fair value measurements until 2011. Again, having the due process cover the financial crisis 
period significantly impacted its development. This does not mean that things went easier for the FASB. Analyzing the due 
process of IFRS 13, we indeed see the IASB relying significantly on previous developments of the FASB issuing the 
homologous standard more than four years in advance. Furthermore, IFRS 13 proves to be largely identical with the revised 
SFAS 157 subsequently codified as Topic 820  
draft that required the two Boards to work together in developing common fair value measurement and disclosure 
requirements. In response to such comments the fair value measurement project became a joint project of IASB and FASB. 
As an outcome, the two standard setters managed to present in 2011 two accounting standards, IFRS 13 and the revised 
Topic 820, with mainly consistent fair value measurement requirements. Nevertheless we must not forget that these 
standards only guide us in measuring fair values, but have nothing to say whatsoever about when fair value measurement 
should be used in financial reporting. IFRS being adopted by the EU implicitly determined an increase in fair value 
accounting that was seen by many as one of the most dramatic shifts in European accounting Mala and Chand, 2012 But 
the context of EU adopting IFRS for consolidated financial statements of companies listed on EU capital markets, starting 
with year 2005, through the so-called EU IAS Regulation 1606/2002 has more to it in relation to fair value accounting. 
More precisely, events document the use of fair value for financial instruments being impacted by outcomes motivated by 
some European governments' wish to see a solution that was consistent with their political goals rather than something 
which was informationally transparent and actually in the public interest Carsberg, 2010. Back then the European banking 
industry, especially French banks, already had their issues with carrying financial instruments at fair value. It is actually 
interesting to follow how in 2003 they actually convinced the then French president, Jacques Chirac, to write to the EC and 
complain that this would destabilise the economy. It was the so-called IAS 39 carve out that concluded the compromise EU 
and IASB negotiated, opening the door for the carve out targeted lobby. The EU IAS Regulation almost triggered another 
carve out in the context of the recent financial crisis, having the requirement that IFRS endorsed by EU must not 
disadvantage European companies when compared with those in other major markets. While IAS 39 included a key anti-
abuse requirement based on which entities determined at inception into which category each financial asset fell, without 
acceptance of subsequent re-classification, an old US standard did not require property mortgages to be held at fair value 
and SFAS 133 allowed available for sale financial instruments to be re-classified under rare circumstances. Similarly to the 
2003 situation it was now time for president Nicolas Sarkozy, who had to deal with French banks lobbying arguing the 
threat of being disadvantaged in comparison with American banks, to make demands on accounting standard setters. In 
order to avoid a second carve out the IASB this time compromised in October 13, 2008 through the amendment brought to 
IAS 39 for reclassifications of financial assets, allowing certain reclassifications, which allowed bankers not to report 
unrealised but clearly measurable market-based losses, obviously defeating the fundamental objective of transparent 
reporting for more details see André et al., 2009. It might be argued that the IASB prioritized in avoiding the risk of taking 
away all safeguards on manipulating the categories of financial instruments. What the IASB can not argue is the reasoning 
in not following its due process when issuing the amendment that skipped the consultation phase and followed a fast track, 
which further significantly impacted its credibility as independent standard setter. The main argument of our analysis is that 
financial reporting must provide information that is useful for users and therefore consistent with their needs. We may argue 
that fair value is relevant to economic/investment decisions and that predicting cash flows is consistent with the needs of 
investors. In its revised conceptual framework of 2010 the IASB officially declares its commitment in developing 
accounting standards that would generate financial information about the reporting entity which is useful to existing and 
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potential investors, lenders, and other creditors
accounting in line with the declared purpose of so-called 'general purpose financial reporting', which is not general purpose 
because it only relates to "investors, lenders and other creditors"! Still, without even addressing fair value reliability issues 
because of space constraints, we consider the above presented synthesis of landmarks in the fair value related standard 
setting process to raise justified doubts as to what extent does the de jure reasoning of big players in the international arena, 
such as the IASB, actually follow up in the the facto complex and dynamic relationship between regulators, accounting and 
markets. We furthermore argue that the above mentioned relationship should be gravitating around financial information 
different users and the necessity of considering the consistency between their needs and fair value accounting. 
5. Insights from an emerging economy 
We will further develop our analysis on fair value by positioning ourselves within an emerging economy that allows the 
consideration of different categories of users, therefore implicitly aiming particular needs such as in the case of SMEs. In 
Romania it is the Order of the Ministry of Public Finance no. 3055/2009 which regulates the accounting principles and 
rules which are to be applied in recognizing, measuring, derecognizing and presenting the elements of financial statements. 
Furthermore it is the Order of the Ministry of Public Finances no. 2239/2011 which provides the frame for the simplified 
accounting systems and contains the rules regarding the approval, the signing and the publishing of the newly determined 
simplified financial statements. With regard to fair value foresights, Romanian accounting regulations include significant 
translations of IFRS especially in terms of disclosure, while the use of fair value measurement for financial reporting 
purposes is more limited. The manner in which our paper captures fair value particularities in Romania is by focusing on 
professional valuers and their activity. The questionnaire represents the main research instrument being used and was 
administered to our sample valuers through an electronic communication channel, in August 2009. In terms of formulating 
the questions, we must mention the fact that the first part of the questionnaire mainly comprised distinctive questions having 
predefined options for answering, while the second part also comprised questions that allowed the respondent to express 
their opinions and beliefs through textual formulation. A series of the questions which presented the respondent with 
pre
argument his/her response. The questionnaire addressed a target audience comprising professional valuers who are 
members of the National Association of Romanian Valuers, individuals and entities, as well as expert valuers who are 
members of the Body of Expert and Licensed Accountants of Romania. All professionals fitting this description were 
included in the aimed sample of respondents base
websites. Our argument in forming the sample is linked to wanting to capture the opinions of professionals being exposed 
to fair value measurement issues. The number of professional valuers, regardless of their belonging to one professional 
body or the other, to whom the questionnaire was sent, is 1960. Among them, only 1024 professionals actually received the 
questionnaire, while the response rate being obtained when considering the number of professionals that actually received 
the questionnaire is 6.054%. We only report here on qualitative information gathered that offers insights in relation to fair 
value. All comments are given in the authors' translations from the original Romanian. We will further present and discuss 
comments being provided by respondents which we consider helpful in offering an overview of their opinion on fair value 
measurement. Comments offered by some respondents relate to their perception of the measurement process as well as its 
implications within the financial reporting process. Some of the respondents seem to be acknowledging their 
responsibilities as well as challenges to their profession: 
Value, wherever it is, numbers do not lead the world, but show whether it is being led well or bad, nihil sine deo, I 
am human and nothing that is human is stranger to me, Respondent 8. Objective reporting in a completely 
more 
and more necessary, Respondent 5. 
that almost 95% of the valuers responding to our questionnaire only assessed their knowledge on fair value to have a 
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a measurement base intended for financial instruments: 
Financial instruments have, each moment, the precise value being posted on the market. Any computation is 
linked only to the intention of investing / keeping / selling. Their variation is so dynamic that accounting can not 
capture it in an exact manner, Respondent 3. 
interesting through IFRS and US GAAP then having different approaches (based on exchange price and exit price 
exit price, without mentioning the considered accounting referential. Respondents provide diverse opinions that are more or 
less justified and argued for. Some of the respondents emphasize the importance of understanding fair value as a concept 
significantly relating to the market: 
In the case of redundant assets and those with an active market; still, also for other assets, an indication 
regarding the exit value can be necessary, at least for comparison/reporting, Respondent 4. No. Because the exit-
price represents a market value, generally lacking control and in certain cases including the lack of liquidity, 
while fair value, both in an accounting meaning and a legalistic one  of fairness, can be different from the 
market value, Respondent 23. It is essential to be understood that, in its essence, fair value is first of all a market 
value, embedded in this sphere, and, only marginally meaning something else, for assets that do not have an 
active market, Respondent 15. 
seems to be perceived quite differently by respondents. Still, a series of shortcomings in using fair value measurement can 
be extracted from 
between respondents: 
It represents the only reliable source of information, Respondent 19. A practice that is recommended in the area 
is to develop a critical a
are "in the market" or rather "outside the market", Respondent 15. All available information must be used, 
Respondent 21. 
A significant number of the respondents p
measurement process: 
t be independent and objective, Respondent 7
assumptions must only be considered to the extent that they can also be validated through data and information 
ely from the market, generally, Respondent 12. Considering the fact 
that most of the times management has more information on the market than the valuer, you are actually playing 
on thin ice, Respondent 15. 
We actually find it quite difficult to conclude upon the above selected and presented information. While it does not seem 
to document consistency in the manner in which fair value is perceived by Romanian professional valuers, we consider it 
enhances the need for clarifications. This point is actually even made explicit by some of the respondents: 
Well, first of all the concept must be understood and applied by those who verify it, employees of the Ministry of 
Public Finance, the National Agency for Fiscal Administration etc., Respondent 15. 
The aspect on which respondents seem to agree upon relates to the importance and implications of the valuation process, 
therefore supporting arguments in literature such as Jianu et al., 2011, stating that the quality of the provided information is 
mainly assured by the ongoing assessment of economic transactions in accounting. A limited number of respondents 
suggest renouncing the use of fair value, but without any grounding of their attitude, while others perceive its use should be 
limited: 
Fair value should be renounced at, Respondent 2.  
19). 
6. Concluding remarks 
The argument around which we build our paper states that approaching fair value within the financial reporting process 
o 
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find consi
economic/investment decisions. On the other hand, when following the fair value accounting related standard setting 
process, facts do not document the IASB objectively and independently following the above praised consistency anymore. 
The information obtained from our questionnaires in an emerging economy is quite mixed. When asked to discuss fair 
value measurement, none of the respondents argued for a clear justification in relation to users needs. This might actually 
represent a consequence of the manner in which the accounting regulatory process takes place at national level in Romania, 
particularly the central role of the Ministry of Finance, to the detriment of any real influence from the accounting profession 
or from preparers. This very much links in with our basic argument of the vital importance of considering user needs, and 
adjusting the characteristics of the information used in the financial statements to meet those needs. While fair value proves 
has 
es particularities such as those of SMEs in an emerging 
economy mainly having to deal with tax authorities, banks, legal determination of dividends etc., all emphasizing the need 
for precision that fair value cannot claim. Among the limitations of our study we must mention the low response rate, as 
well as only addressing valuers belonging to professional bodies in Romania. We conclude that the concept, and 
informational content and usefulness, of fair value needs further clarification and refinement by the regulators, by the 
preparers and by the users. Together, and the responsibility is with the self-appointed Ministry regulator, these parties must 
ensure that fair value is used for those users to whom it is relevant, for whom it genuinely represents their 'economic reality' 
as Baert and Yanno, 2009, put it. And also, just as important, that it is not used where it is unhelpful and inconsistent with 
other user needs and realities. 
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